Commentaries on Example Banks 

Example Bank 1 : 

This bank has a value-oriented "Actual Strategy" (<S> of 37), and a "Calculated 
Focus" of 52, which is above the California average of 35 but which can be improved toward 
the PowerView target of <F> = 65. The detailed tactical analysis indicates that "Liability 
Cost" is below the strategic support level (values must be inside the dark rectangle to infer 
strategic support), as is "Risk vs. Capacity" and "Cost vs. Equity". 

The apparent solution is to attract (possibly expensive) liabilities and deploy the 
proceeds in a mix of loans and investments designed to maintain "Liquidity" and "Portable 
Market Risk" as supporting tactics. Additional overhead will be required to support the loan 
volume, which cost must be anticipated. This solution is implemented in Fig. 7 and the result 
is shown in Fig. 8 of the general PowerView description, of which Example Bank 1 is a part; 
the "Calculated Focus" reaches 94, and the "Actual Strategy" moves only to 40, and the 
after-tax ROE increases 90% from the present level. 

Example Bank 2: 

Here the PowerView report shows a dramatic shift in the bank's "Actual Strategy" 
(from 65 six months ago to the current 47, as shown by the difference between the "shadow" 
strategic rectangle and the darker, current strategy limits). The bank's "Calculated Focus" of 
61 is well above average and near the PowerView goal of 65. The tactical exceptions are (1) 
low "Liability Cost" relative to the "Actual Strategy", (2) low "Portfolio Market Risk", and 
(3) low overall "Risk vs. Capacity". 
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The best tactical approach is probably to add market risk to the portfolio, which the 
(supportive) "Liquidity" measure allows, possibly raising market-rate liabilities to do so. 
Thus bringing "Liability Cost" and "Portfolio Market Risk" into the (darker) area of strategic 
support would simultaneously add interest margin and boost profitability, because no 
additional overhead would be required. "Calculated Focus" could be expected to improved 
dramatically". 

The amount of strategic "drift" in this bank remains a concern. Strategy is by nature a 
long-term commitment, and to change the "Actual Strategy" by this much in so short a 
period is unusual. Management should comment to the bank's governing body on the 
reason(s) for the change. 

Example Bank 3: 

This is an example of a consistent value-oriented strategy (<S> of 30, very little 
"drift" during the past six months). The tactical exceptions (low "Risk vs. Capacity" and low 
"Cost vs. Equity" have in common the level of the bank's equity, and so the first solutions to 
be investigated are to either (1) reduce equity through distribution; or (2) to acquire scale 
through targeted acquisition of institution(s)/related businesses. Either will push the 
"Calculated Focus" well above the PowerView target, and will increase profitability, 
possibly significantly. 
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